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SUBJECT . FY 1966 Budget Levelopments

REFERENCE:

J. The Fiscal Year 1966 budget proposal of the Agency has bean
reviewed by the Buresu of the Budget and, after adjustreats, the Presideat
has now approved the Ageacy's request for presentation te the Cougress,

1o addition to the usual limitations ow total dollar level for new obligational
authority and on toial aumiber of pesiticns, the Bureau has this year
applied two new restrictions:
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a., A “maximum allowable” mamber of positions GS-~14
through GS- 18 and a specific limitation on the overall total
of supergrade aad sclentific pay scheduls exmployses suthorised,

b, A set level, which canuot be excosded, for the average
salary paid on an Agesacy-wide basis,

2. Both of these new limitations Bave been established for all agencies
of the Govermmmeat., The first one, restricting the sumber of grades 4
threugh 18 and setting the ceiling on supergrades, bas been given wide
publicity in the press, is easily understeod, and poses ne great problem
for CIA. The second aew ceatrel facter, the average salary stipulation,
is more complex and requires both elaboratioa asd actioa ... the purpose
of this memorandum.
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3. Cbviously, the change in ground rules refiscts the Presidential
determination to stop escalation in the size and in the dollar costs of
Goverument agencies. These measures have been taken against a backdrop
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of two recent pay raises for Federal employess and the abundaatly clear
policies of this Admianistration with respset to increased productivity and
sconomy in Goverament operatiouns. Each ageucy is charged with keeping
within the lirits established and with taking steps now to assure that
controls are developed to meet these objectives,

4+ The Burcau of the Budget coatends that, even after allowaaces
have been made for pay raises and the usual periodic step increases, the
Agency average salary over the past year has shown a sharp rise. Ths
Bureau feels that our promotion rate may be unduly high, that there has
beean too yreat a maryin between position grade and the actual grade of the
incumbeat, and that grade structure within organizational components may
be richer than actual responsibilities justify. The Bureau bas also suggested
that Ajeacy retirerneat rates, uader both the new legislation and existing
Civil Service arraagements, should start to accelerate, with a coacomitaant
lowsring of average salary needs.

5. Based on the foregoing coasiderations the Bureau of the Budget
has assijaed an Agency average salary for FY 1966 which is exceedingly
austere. A careiul examinsation of Agency experience ia thie area is being
inade in preparation for further negotiations with the Bureau, but evea if
some relief is obtained from the assigned figure, the problem of adhering
to a set average salary is a substantial task for Agency management.

6. There are mitigating factors, believed to be unique to CIA, which
have coatributed to the trend toward higher averaye salaries. First is
the legitimate and anticipated result of the Agency's deliberate policy of
recruiting below the grade of the position and then promoting to the grade.
In other words, peeple brought aboard in the lower grades are now growing
iato their full responsibilities and this is being recognized by promotion.
This policy of EODing substantially below grade differs from the practice
elsewhere in Government. Second, the Ageacy skills mix has also changed
materiaily over the past year with many lower grade personnel dropped
from Tables of Organization and their cumbers reduced through attrition
(oue of the maaifestations of an organization comiag down in over-all
personnel strength). Finally, new positions at higher grade levels have
been created to accommodate an increasing requirement in the scieutific
snd techanical fields.
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7. The Bureau bas taken note of thoss {acters and recogaises that they
play & role in the upward trend of average salary, Accorcingly, when FY 1966
funds are sppertioned oext July, the issus cam bs opeued again. In tho interim,
the Agency's Congressional budget request complies with the assigned level
and will be defended on ihat basis.

3. Admittedly, "average salary” in itself can be a very fluid coeatral
device, reapoading to the mix of persenael at any given time and suscaptible
to artificial rigging. Despite these possible shoricomings, Agency manage-~
ment rust prepese to mest this new requirewsent. This task invelves the
full scope of persoanel management from jeb creation and position grading
through recruitmment, pay, promotion asd eeparatica.

9. The Office of Budget, Program Analysis snd bianpower and the Gffice
of Peraonnel are curreatly developing propesals which will assure appropriaste
mousetary and pereonnel controls while amintalaing the integrity of the Agency
Career Service concept. The rosults of these ciforts will be discussed at a
forthcaning meeting of the Financial Folicy and Budget Committee.

1. Three steps are immediately obvious., First, as a temporary imeasure,
there will be o upgrading of positions uil an approprinte moastary and grade
coatrol systers bas beon approved. Second, promnotiea actions must be held to
those which you feel are absolutely sssential. Third, all Directorates must
institute an aggressive program io initiate retirer-eat of thoss persoansl whe
qualify under the law at this time. This is vital to provide esseatial headroem
and flexibility for perseanel sanagement throughout the Ageancy, The Office
of Personael will provide each Directorate with the sames of personael under
their jurisdiction who gualify for retiremont aver the sext 18 meuths. Lach
Lirectorats will report to me by March 1, 1965 the actions taken to effect
retirement of these persounsl,
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